[ Federal Register: June 1, 1994]

DEPARTMENT OF ENERGY

O fice of Policy, Planning, and Program Eval uation

Qui del i nes for Voluntary Reporting of G eenhouse Gas Em ssions
and Reductions, and Carbon Sequestration

AGENCY: U.S. Departnment of Energy (DCE).

ACTION: Notice of availability of draft guidelines and request for
comment and notice of public hearing.

SUMVARY: Pursuant to section 1605(b) of the Energy Policy Act of 1992,
t he Departnent of Energy is devel oping guidelines for the voluntary
reporting of greenhouse gas emissions, their reduction, and carbon
fixation achi eved through any neasure. The data will be reported on
forns to be devel oped by the Energy Information Adm nistration (ElA)
and entered into an El A dat abase.

The gui delines provide for the voluntary and accurate reporting of
gr eenhouse gas em ssions and reductions, and of carbon sequestration
The gui delines and supporting materials assist parties in analyzing
activities and determ ning enm ssions and reductions and carbon
sequestration in order to voluntarily report this data. EIA will
devel op reporting forms consistent with the guidelines. Draft
gui del i nes and supporting materials are avail able for public review and
comrent .

DATES: Witten coments on the draft guidelines and supporting
materials (10 copies) are due on or before August 1, 1994. DOE does not
anticipate extending this date. A public hearing will be held on June
29, 1994, beginning at 8:30 a.m at the address listed below If
necessary to accomvodate requests to speak, the hearing will continue
on June 30, 1994. Requests to speak nust be received by the Depart nment
on or before June 22, 1994.

ADDRESSES: Witten conmrents (10 copies) should be submitted to: U S
Department of Energy, O fice of Policy, PO 63/VRP NOA, Docket No. PO
VR-94- 101, room 4G 036, 1000 I ndependence Ave., SW, Washi ngton, DC
20585.

A copy of the draft guidelines and supporting nmaterials may be
obt ai ned by tel ephone request to (301) 601-8284. Requests to speak at
t he hearing should be nade by tel ephone at (301) 601-8284.

The public hearing will be held at The Holiday Inn Capitol, 550 C
Street, SW, Washington, DC 20024. Copies of the transcript of the
public hearing and public coments received will be available for
i nspection at the DOE Freedom of Informati on Readi ng Room room 1E-090,
at the address |listed above, between the hours of 9 a.m and 4 p.m



Monday t hrough Friday.
FOR FURTHER | NFORVATI ON CONTACT: M. Elmer Holt at (202) 586-0714.

SUPPLEMENTARY | NFORMATI ON: Under section 1605(b) of the Energy Policy
Act of 1992 (EPAct; Pub. L. 102-486), the Secretary of Energy with the
Energy Information Adm nistration (EIA) is to establish a voluntary
reporting system and dat abase on emni ssions of greenhouse gases (GiGs),
reductions in em ssions of these gases, and carbon fixation. DCE has
consulted with the Environmental Protection Agency in devel oping the
draft guidelines, as provided under section 1605(c).

The draft guidelines and supporting mnet hodol ogi es provi de gui dance
on institutional and technical aspects of the voluntary program They
are presented in discrete parts, as discussed bel ow. DOCE requests
comment on all provisions of the draft guidelines and supporting
mat eri al

| . Background

Under section 1605 of the EPAct, two databases related to
greenhouse gases are to be established. These separately address (1)
the inventory of aggregate national totals of greenhouse gas em ssions,
and (2) data voluntarily reported on em ssions, reductions, and carbon
sequestrati on.

First, under subsection (a), the Secretary of Energy through EI A
and wi t hout any expanded data collection authority is required to
devel op an inventory of national aggregate em ssions of each greenhouse
gas for each cal endar year of the baseline period of 1987 through 1990.
This inventory was published in Septenber, 1993 (" Em ssions of
G eenhouse Gases in the United States, 1985-1990;'' DOE/ El A-0573). This
inventory will be updated annually, as required by the |egislation

The voluntary reporting program dat abase is required under
subsection (b) of section 1605, and will consist of voluntarily
reported informati on on annual greenhouse gas enissions and their
reduction, and carbon sequestration. It is separate fromthe nationa
aggregate inventory established and updated under subsection (a).
Because submi ssion of data to the program established under subsection
(b) is voluntary, this database cannot be designed for use as a
conpr ehensi ve national greenhouse gas accounting system and thus may
not serve to provide a statistically accurate representation of
aggregate U S. greenhouse gas em ssions or their reductions.

The Secretary of Energy is required to issue guidelines with
procedures for the accurate voluntary reporting of information on (1)
gr eenhouse gas em ssions on an annual basis for the baseline period
1987 t hrough 1990, and for subsequent cal endar years; (2) annua
reducti ons of greenhouse gases and carbon fixation achi eved t hrough any
nmeasures; and (3) reductions in greenhouse gas em ssions achieved
voluntarily, or as a result of plant or facility closings, or as a
result of State or Federal requirenents.

The gui delines and supporting materials assist those who wish to
report in determ ning or devel oping information necessary to report.
EIA will devel op and nmake avail able forns for voluntary reporting
consistent with the final guidelines, and will devel op a database for
the information voluntarily submtted.

[1. Public Input Process



The process for public input in devel oping the draft guidelines
began with a Notice of Inquiry (NO) in July 1993 (58 FR 40116; July
27, 1993), requesting comment on institutional and technical issues
related to a 1605(b) reporting system These conments assisted in
devel opi ng the focus for discussion at six public workshops held in
Novenmber and Decenber of 1993. A summary of workshop sessions and a
copy of all witten coments submitted are available for public
i nspection in the DCE Freedom of Information Reading Room listed in
t he ADDRESSES section above.

Addi tional public input to the guidelines is being sought through
the conments requested and the public hearing announced in this notice.

[1l. Organization of the Draft Cuidelines

The draft guidelines and supporting naterials, * Voluntary
Reporting of G eenhouse CGases Under Section 1605(b) of the Energy
Policy Act of 1992: Ceneral Cuidelines and Sector-Specific Issues and
Reporting Met hodol ogies,'' are presented in eight discrete parts. The
first part, ~~General Quidelines,'' provides basic guidance for
reporting under the program Six parts, ~~Sector Specific |Issues and
Reporting Met hodol ogi es Supporting the General Cuidelines'' (or
““supporting materials'') discuss issues particular to specific sector
or activity areas, as indicated: Electricity Supply, Residential and
Commer ci al Buildings, Industrial, Transportation, Forestry,

Agricul ture.

The seventh supporting docunent, "~ d obal Warm ng Potential and
O her Indices for Representing Geenhouse Gas Effects on dinate'
conpl etes the guidelines set.

The public review draft does not include the sector-specific part
on the Agriculture Sector; this docunent is expected to be avail able by
the end of June. Notice of its availability for review and conment wil|l
be announced in the Federal Register

I'V. Goals of the Voluntary Reporting Program

The draft guidelines and supporting materials have been devel oped
to reflect the dual goals of maxim zing participation w thout
conprom sing the useful ness of the data. These goals reflect public
i nput received in response to the July 1993 Notice of Inquiry and the
subsequent wor kshops di scussed above.

Achi everrent of the participation goal will be nmeasured by the
nunbers of wvoluntary reporters and the variety of economc sectors and
activities they represent, and in the quantity of em ssions and
reducti ons and carbon sequestration reported. The draft guidelines and
supporting materials assist participation by mnimzing adm nistrative
burden and repetitive subm ssions anong data acquisition prograns, and
by providing flexibility for the use of self-generated data with
optional default and prescribed data alternatives.

Useful ness of the data is defined not only by the quality,
quantity, and variety of the data included, but also by its ability to
serve the varied purposes of the program These purposes include
provi ding a database of information for entities seeking to reduce
their own greenhouse gas em ssions; formal recordation of enissions,
reducti ons and carbon sequestrati on achi evenents for various
obj ectives; and informng the public debate in future di scussions on
nati onal greenhouse gas policy.



V. Sunmmary Description and Di scussion
A. Wat Are The Cuidel i nes?

The gui del i nes define who may report, what information may be
reported, and considerations in identifying or devel oping reportable
data. Consistent with the guidelines, EIA will devel op reporting forns
for the program receive subm ssions and eval uate them for conpliance
with the guidelines and reporting instructions, and devel op and
mai ntai n the database of information reported.

The gui del i nes suggest to reporters data identification, collection
and retention needs, and address the use by reporters of information
whi ch may be part of existing recordkeepi ng systens or standard
busi ness practices. They also provide a framework for anal yzing
activities with the goal of devel oping reportable data. Finally, the
gui del i nes provide information for conparing enissions of gases on the
basis of their differential greenhouse (radiative forcing) effects
within the climate system This discussion on differential effects is
provi ded for information purposes only. The guidelines provide that
data reported be in units of gas emtted or reduced, and not
transformed by any radiative forcing index reported.

B. What is Covered by the Quidelines?

The reporter. The guidelines define " reporting entity'' flexibly
in order to acconmpdate total organization and project reporting, as
wel | as reporting focused on specific activities or on specific sites.
A reporting entity, or "“reporter, may be any U.S. organi zation or
i ndi vi dual that has taken actions which result in emi ssions, em ssions
reductions, or carbon sequestration, and that can define a project and
report physical data in enough detail to quantify results of the
activity. The following may report under the program any U S. citizen
or resident alien; any conpany, organization, or group incorporated
under or recognized by law, and any U S. Federal, state, or |oca
governnental entity.

Sector coverage. The guidelines may be used for all economc
sectors. The supporting nethodol ogi es provide additional direction for
reporting data on activities in the follow ng sectors: electricity
supply, residential and commercial buildings, transportation
i ndustrial, forestry, and agriculture.

Size threshold. In order to encourage participation and to capture
smal | -scal e denonstration projects, DOE is not proposing mninumlevels
for participating in the reporting program At the outset of the
program desi gn process, DCE assumed that the program woul d have a
threshold |l evel of participation to prevent overburdening EIA in
managi ng a costly, inefficient database.

However, commenters recommended strongly that no threshold | evels
be set, in order to avoid unnecessary limtations that m ght discourage
participation, particularly by those engaging in pilot projects and
i nnovati ve approaches. In addition, setting threshold standards for the
broad range of activities--for each gas, each sector, and for al
activities within a sector--would be difficult.

DCE seeks coment on the possible need for a threshold I evel for
participation. If thresholds are recommended, DOCE requests suggestions
for appropriate |evels.

Direct and indirect enmissions activities. The draft guidelines
address activities that result in either direct or indirect em ssions



and reductions of greenhouse gas em ssions. Direct greenhouse gas

em ssions may result fromactivities such as fossil fuel conbustion and
the venting of methane. DOE acknow edges that a programwi th

subm ssions linmted to direct em ssions, and to activities directly
produci ng or reducing those em ssions, would be nore manageabl e and
transparent than the broad, flexible approach reflected in the draft

gui del i nes.

The statute, however, provides some exanples of activities which
are to be covered which indirectly affect, or may indirectly affect,
em ssions or reductions. Anmong the activities nentioned are the
manuf acture of vehicles with reduced greenhouse gas em ssions,
appl i ance efficiency, and energy efficiency neasures.

DCE believes that Congress intended that the program cover the
broadest set of activities which inpact greenhouse gases, both directly
and indirectly. Thus, the guidelines address both indirect and direct
em ssions activities, which will be appropriately distinguished in
subm ssions. Comment is specifically requested on the proposed approach
whi ch al | ows reporting emni ssions and reductions fromindirect and
direct emtting activities, with appropriate identification of each

Mul tiple party activities. The guidelines permt the reporting of
activities undertaken in association with others. The guidelines
provi de suggestions to the parties for assigning the ability to report
anong the parties, and ask that the reporter identify others who may
al so report the data. Exanples of multiple party activities include
utility demand-si de managenent actions, and the manufacture, sale, and
use of nore efficient vehicles.

Some comnmenters urged that the guidelines prohibit doubl e
reporting'' of the results of joint activities, in order to prevent the
accounting for the same em ssions, reductions or sequestration nore
than once. DCE agrees. Thus, while the draft guidelines permt any
party to the activity to report, they require reporters to identify the
other parties to the activity. In addition, the guidelines suggest ways
for reporters to help protect against " double counting. These
nmet hods are based on the nature of the relationship of the parties, and
the conparative ability of the parties to perform adequate project
anal ysis and to have, or have access to, necessary data. Methods
suggested in the guidelines include contractual agreenents.

Comment is specifically requested on the proposed approach on
reporting nultiple party activities. In particular, conent is
requested on whet her the guidelines and the reporting fornms to be
devel oped by EI A should contain additional protections against double
count i ng.

Reporting through third parties. In order to increase
participation, particularly of small reporters and small projects, the
draft guidelines permt third party and aggregated reporting, at the
reporter's discretion. For exanple, a trade association or other
organi zation may, at the reporter's request, aggregate data from
multiple entities. Such organi zati ons may provi de technical or
admi ni strative assistance in reporting, and aggregati on of data may
provi de sone degree of confidentiality of the data. However, third-
party reporters may not be able to record individual achievenents in
the detail that individual reporters desire. The draft supporting
docunments provide a discussion of third-party reporting as it nmay apply
in each sector, as well as a discussion of the appropriateness of
third-party reporting for different reporting purposes.

The gases. The draft guidelines cover em ssions of the foll ow ng
gr eenhouse gases: carbon di oxi de, nitrous oxide, nethane, and the



hal ogenat ed carbon substances. A nore conprehensive |ist of greenhouse
gases woul d include additional gases, nost notably sone of the
conventional, or ““criteria,'' pollutants for which em ssions data is
coll ected by EPA and State agenci es under various air quality prograns.

Because the Act does not provide a definition of " greenhouse
gases,'' DCE has initially limted the coverage of the guidelines to
those | ong-1ived greenhouse gases specifically nmentioned in the
statutory provisions, or inferred to in the statutory | anguage which
provi des exanpl es of em ssions reductions nmeasures. Consistent with
specific statutory | anguage, the guidelines cover hal ogenated carbon
substances such as CFGCs.

Cal cul ating radiative effects anong different gases. The draft
supporting materials for the guidelines provide nethods for reporters
to estimate, for their own use, the global warm ng potential of
greenhouse gases, with a discussion of the radiative forcing system and
the derivation and uncertainties of the estimates. In sinplified terns,
radi ative forcing is the change in the bal ance (incom ng versus
out goi ng) of solar and infra-red radiative energy in the troposphere
(the layer of the atnosphere closest to Earth). Emtted gases have
different direct radiative effects and atnospheric lifetinmes. The Act
requires the guidelines to establish procedures for taking into account
these effects.

Because this area of science is conplex and evol ving, reporting
activity results by any relative index would create an unnecessary
addi ti onal burden in an area where few reporters are likely to have
expertise. Mdre inportantly, the state of the science in this area is
uncertain and rapidly changing; thus, any cal cul ations performed will
likely need revision. Therefore, while the draft guidelines provide
i nformati on necessary for a reporter to performthese cal cul ati ons, al
data reported to this programw |l be in units of the gas enmtted or
reduced, and will not be transfornmed in voluntary subm ssions by any
common radi ative forcing index, such as the G obal Warnmi ng Potenti al
(GAP) i ndex.

The draft supporting docunment on GAPs is based on the anticipated
outcome later this year of ongoing international scientific inquiry and
di scussions. The Intergovernnental Panel on Cimate Change Wrking
Goup | report, entitled "~ Second Suppl enental Report to the | PCC
Scientific Assessnent (1994); Radiative Forcing of the dimte System'
is scheduled to be rel eased in Novenber 1994. This docunent will
provide the latest current scientific consensus on the issues of
differential radiative activity of greenhouse gases.

The gl obal warm ng potential supporting docunment will be finalized
after release of the IPCC report, and will reflect that report. Since
reporting Will be by unit of gas emtted, neither the reporting program
nor ElIA fornms devel opment is dependent on this information. DOE seeks
comment on this approach for assuring consistency with internationa
scientific consensus and mnimzing the i mediate need for revision of
gui del i ne materi al

Tenporal and spatial coverage. The guidelines address reporting
annual em ssions for the historic baseline period of 1987 through 1990
(" historic baseline''), and subsequent years. The guidelines also
cover the reporter's aggregate annual em ssions and em ssions
reductions fromall of its activities. Annual reductions of greenhouse
gases and annual carbon sequestration, by activity and project, are
al so covered. Results of activities occurring outside the U S. are
covered in the sane manner as those occurring within the U S., as
di scussed bel ow.



Reporters are encouraged to report and update historic baseline
em ssions and to report on an entity-w de (total organization) basis.
The clarity and credibility of data provided by an organi zation will be
enhanced by the optional subm ssion of conprehensive greenhouse gas
em ssions data on the historic baseline and total annual em ssions of
t he organi zation. Wiile the guidelines do not require this
conprehensive information to acconpany reports of other, nore focused
data on projects and activities, reports will be identified within the
dat abase on the basis of the coverage of the submttal

Causation. The guidelines require that reporters identify the cause
for the activity resulting in greenhouse gas em ssion reductions.
Section 1605(b) provides that the guidelines cover greenhouse gas
em ssi on reductions achieved as a result of: (1) plant or facility
closings, (2) Federal or state requirenents, and (3) voluntary
reductions. Accordingly, the guidelines require reporters to identify,
if appropriate, which of these factors caused the reported eni ssions
reduction. Reports will identify the causative factor if it falls
within these areas, but will not include any further information.
Comment is specifically requested on the appropriateness of this
[imted identification of cause.

International activities. The draft guidelines provide that U S.
entities may report international activities to which they are a party
if the submi ssion neets the general reporting criteria. The Act is
silent on the reportability of offshore activities to this program

There is considerable interest in the potential for cooperation
anong firns in industrialized countries and governnents, firms, or
i ndividuals in | ess devel oped countries in sequestering carbon and
reduci ng gl obal carbon em ssions. Reporters are advised that there may
be special difficulties in defining project boundaries, determning an
appropriate reference case, and using appropriate estimation nethods
for offshore activities.

The United Nations Framework Convention on Cimate Change (FCCO),
Article 4, paragraph 2(A), requires sone nations to take neasures to
mtigate climte change, and it allows the parties to inplenent these
neasures jointly with other parties. Criteria for "~7joint
i npl enentation,'' as this concept is known, will be formally addressed
by FCCC s Conference of the Parties in 1995. Thus, it is inpossible at
this time to ensure that guidelines for the voluntary reporting of
actions taken by U S. entities in other countries will be consistent
with the eventual requirenments for joint inplenmentation under the FCCC
Accordingly, the guidelines may be updated to reflect future decisions
made by the Conference of the Parties.

VI. Rel ationship of the Voluntary Reporting Programto O her G eenhouse
Gas Initiatives

EPAct, which requires the establishnent of the voluntary reporting
program was enacted on October 24, 1992. It predates several donestic
initiatives designed to respond to the threat of global climte change.
Sone of these initiatives refer to the voluntary reporting program as
an associ ated tool in inplenentation. This reporting program can be
used to record em ssions reductions achieved under a variety of
progranms that may result in reduci ng greenhouse gas em ssions or
i ncreasi ng carbon sequestration, whether as a prinmary goal or as a
secondary result.

VWile activities that reduce or avoid greenhouse gas em Sssions or
sequest er carbon under existing progranms woul d be reportable, the



gui del i nes were not specifically designed to accomnmodat e any particul ar
program Although the ability to report beneficial greenhouse gas
i npacts of activities may encourage activities under existing prograns,
t he guidelines were designed to encourage reporting regardl ess of cause
or notivation for an activity.

The | anguage of section 1605(b)(1)(C) provides that the guidelines
are to address reporting reductions achieved as a result of plant
cl osings, and Federal and state requirenments, in addition to those
whi ch result from voluntary actions. Thus, the guidelines do not limt
subm ssi ons based on either the notivation of the parties involved or
on the reason for the activity.

A. The dimte Change Action Plan

A year after passage of the Energy Policy Act of 1992, the
President, with the goal of returning U S. greenhouse gas em ssions to
their 1990 | evels by the year 2000, rel eased the Oimate Change Action
Plan (CCAP). This plan contains over forty new or expanded initiatives,
nost seeki ng voluntary participation. Three actions under the CCAP--
Climate Challenge, dimte Wse and the U S. Initiative for Joint
| npl enentation--specifically refer to participant reporting under
section 1605(b). DCE anticipates that nost acconplishnents under CCAP
initiatives will be reported under section 1605(b), but reporting is
not limted to these specific activities.

The 1605(b) programis flexibly designed to acconmodate broad
participation consistent with the purposes of 1605(b). It was not
designed to neet the accounting goals of any particular program Sone
progranms such as Cimate Challenge and Cimte Wse nay need to adopt
suppl enental accounting procedures for the purposes of those prograns.

The Cimate Challenge and dimte Wse prograns are designed to
elicit conmtnments by nenbers of the utility and industrial communities
to take actions which will reduce or avoid greenhouse gas eni ssions.
VWil e the 1605(b) voluntary reporting programw || provide a mechani sm
for recording information on those achi evenents, it does not provide a
mechani smfor registering commtnents.

DCE is exploring establishment of a separate reporting system for
t he pl edge portion of the commitnent prograns. Wile as yet
undevel oped, that systemmay | ook simlar to the reporting program and
dat abase establi shed under 1605(b). This simlarity, however, should
not be confused as allowi ng commtnents to be reported into the section
1605(b) database; only achievenents will be part of this database and
any information system devel oped for commitnents will be distinct.

B. United States Actions Under the United Nations Franework Convention
on i mte Change (FCCQC)

Under the FCCC, the United States will be submitting a nationa
conmuni cati on which contains a mtigation plan of policies and
neasures. Wiile data subnmitted to the voluntary reporting program nay
provide sone limted information concerning acconplishnents under U.S.
measures, it is not designed to be a primary data source for
communi cations of the United States under the FCCC.

VII. Discussion of Report Devel opnment and Anal ysis

The Act requires that DCE devel op gui delines on procedures for four
reporting cat egories: baseline em ssions for the period 1987 through



1990, annual em ssions, em ssions reductions, and carbon sequestration
activities. It also requires the procedures to take into account the
differential radiative effects of each gas covered. However, it does
not require that each report include all of these activities or address
radi ati ve effects. The |l egislation does not require that historic
basel i ne, annual, or total organization em ssions be reported as a
prerequi site to reporting eni ssion reductions or carbon sequestration
project information

DCE is requesting coment on the guidelines approach, which all ows
voluntary reporters to determ ne how conprehensive their subm ssions
will be relative to historic baseline, annual and total organization
emi ssi ons.

A. Annual and Total Organization Em ssions

The gui del i nes encourage, but do not require, reports of annua
em ssions for the historic baseline period 1987-1990, and for
subsequent years. In reporting emissions for this historic baseline
period, the reporter may choose to report annual em ssions for each of
these years, or the average of the four years' em ssions. \Were
adequate data exists (for exanple, for regulated industries such as
utilities), the inclusion of em ssions reports for the period 1987
t hrough 1990, and for each subsequent year, wll provide enhanced
clarity to subm ssions on reductions and carbon sequestration projects.

The gui del i nes encourage annual em ssions reports on a total-
organi zation basis, covering all greenhouse gas producing activities of
the reporter. However, recogni zing that adequate information may not be
avai | abl e or may be overly burdensone to collect and analyze (in the
case, for exanple, where an organization has miltiple sites and
decentral i zed nmanagenent), the guidelines allow emn ssions reporting on
a project basis. A project is variously defined, at the discretion of
the reporter, as a site, an activity, or a group of activities.

B. Em ssions Reduction or Increased Carbon Sequestration Projects

Reports will be accepted on a project-by-project basis as defined
by the reporter. The reporter may credi bly define a project at the
entity level, at a subentity level (such as a plant or production
line), at a supra-entity level (including, for exanple, joint reporting
of the manufacture and use of fuel-efficient vehicles), or at a
specific activity level (such as replacenent of equipnent). Wen
defining a project, the entity must consider the anount and accuracy of
avai | abl e data and possi bl e secondary effects of the project as
descri bed bel ow
1. Defining the Project

The draft guidelines allow reporters latitude in defining the
project to be reported and in perform ng anal yses to substantiate
cl ai ned em ssion reductions or carbon sequestration. This latitude
extends to permtting narrow delineation of a reportable activity which
does not reflect the greenhouse gas effects of all of the operations of
the reporter. Sone comenters stated that requiring reports to cover
all greenhouse gas enmitting activities of the reporter is the only way
to ensure that the programrecords only ““real'' reductions, that is,
reductions fromthe entity's total em ssions. O her comenters pointed
out that participation in the programwould be unnecessarily limted by
t he universal inposition of significant data collection and anal ytic
burdens. In order to achieve the goal of maximum participation, as



di scussed above, the draft guidelines allow for a broad choice in
designi ng the scope of subm ssions.

Proj ect-level reporting provides maximumflexibility to reporters
based on individual circunstances. Participation is facilitated since
growing entities would be able to report, even though their tota
em ssions are growi ng; and parties who do not have or cannot devel op
data at the total organization level will be able to report quality
data on an individual project. The focus of the program on individua
achi evenents is preserved

DCE acknow edges that the breadth of reporter discretion permtted
could result in some subm ssions which selectively provide only data on
environnental |y beneficial activities, wthout addressing secondary and
other effects. By providing an analytic franmework on project boundary
definition and secondary effects, and in encouragi ng the subm ssion of
reports showi ng total organization em ssions and em ssion reductions,
the guidelines seek to mnimze inappropriate use of narrow reporting.
DCE specifically seeks coment on whether the proposed degree of
flexibility provided for the scope of reports is appropriate.

2. Reporter's Data Identification, Analysis, and Certification

To encourage voluntary reporting, the guidelines mnimze reporting
demands, both in terns of ease and cost of data identification
collection and analysis. Three strategies have been devel oped to
acconplish this objective:

(a) Provide that a reporter nmay use, to the extent possible,
information it already collects for other purposes.

(b) Provide two paths for data analysis and report preparation: the
first with detailed assistance for smaller or |ess analytically
sophi sticated reporters w thout adequate data or expertise, and the
second with nmore general guidance for reporters with experience in
anal yzi ng and reporting the type of data sought by this program

(c) Accept self-certification as an adequate accuracy check for the
current purposes of the program recomendi ng that reporters consider
retaining records where they may be appropriate for future use.

a. Using existing information. Many reporters, such as utilities
and nenbers of other regulated industries, currently collect data
rel evant to this program This data nmay be on greenhouse gas eni ssions
specifically, or activity paraneters which can be translated to
em ssions. Some reporters collect data for internal purposes, for
exanple, in order to nonitor energy use or expenditures. To mnimze
data col |l ection burdens, the guidelines encourage the use of existing
data for subm ssions.

Data are collected and reported in various industrial and economc
sectors under existing prograns at the Federal, state, and | oca
| evel s. The follow ng discussion illustrates the types of information
which will be useful for subm ssions under this program

Many reports already required of utilities will readily provide
rel evant data. These include, for exanple, specific carbon dioxide
em ssions reports fromelectric utility units affected under the C ean
Air Act acid rain program (40 CFR part 75). Information needed to
estimate em ssions of greenhouse gases is reported by all major fossi
fuel electricity generating plants in several reports submtted to ElA
for example, on EIA Form 767 (fuel use by generating unit) and EIA Form
861 (utilities' net generation and sales to ultinmate custoners). In
addition, utilities gather relevant data in order to report to public
utility conm ssions and other state an | ocal bodies.

For the industrial sector, exanples of information useful for
reporting i nclude that provided to the Census Bureau via the Census of



Manuf actures (CM, the Annual Survey of Manufacturers (ASM, and the
Manuf act uri ng Energy Consunption Survey (MECS). Industrial reporters
may be collecting rel evant data pursuant to existing prograns such as
the Clean Air Act requirenments for hal ogenated substances, annua
reports to the EPA Toxic Rel ease Inventory System and state prograns
such as California' s Directed Inspection/Miintenance Prograns. Data
col l ected for reporting to the Federal Mning Safety and Heal th

Admi ni stration and the Departnent of Transportation's Ofice of

Pi peline Safety on nethane may al so be useful to the reporter

In the transportation sector, reporters may have information
gat hered in planning and conpliance activities undertaken for nunerous
prograns, such as the corporate average fuel econony (CAFE) standards;
EPAct and Clean Air Act mandates for alternative fuel use, enployer
carpooling and tel ecormuting; state-level subsidies for gasohol; and
requi red fuel use reports by airlines an railroads.

Participants in voluntary prograns in both the public and private
sectors are or will be collecting information useful to reporting under
this program For exanple, DOE expects that data generated by
participation in many initiatives under the CCAP will be reported under
t he EPAct 1605(b) program Participation in private voluntary prograns,
such as trade association energy efficiency prograns, will also result
in participants generating data useful to reporting.

Ongoi ng Federal prograns, generally concentrated at DOE and EPA but
al so at other agencies, afford participants the opportunity to use data
generated for those prograns in reporting under Section 1605(b). Anpng
these are the Motor Chall enge and the Gol den Carrot prograns. DOE' s
Energy Analysis and Di agnostic Center (EADC) energy audits, as well as
i ndependent energy audits, may provide data useful for the additiona
pur pose of reporting here. EPA' s voluntary prograns, such as Geen
Lights, Natural Gas Star, Energy Star Transfornmers, and others, will
al so provide useful data

In the forestry sector, participation in tree planting and urban
forestry progranms managed by agencies within the U S. Departnents of
Agriculture (USDA), Interior, Transportation, and Defense, as well as
by State forestry agencies, nmay provide useful data. Extensive physica
data on |l and use and agricultural practices kept for and by the USDA's
Soil Conservation Service and State agricultural agencies, devel oped
for other purposes, may be useful in providing data on activities
af fecti ng greenhouse gas em ssions and carbon sequestration in the
agriculture sector.

b. Two paths for reporting. Public input into devel opnent of the
draft guidelines indicated that at |east two categories of reporters
exist. The first includes large utilities and industrial organizations
wi th extensive data collection prograns and the capability to perform
t hor ough organi zati onal and project-specific analyses of activities and
greenhouse gas and carbon sequestration achi evenments. The second
category of reporters enconpasses snaller entities with adequate
physi cal information, but needing assistance in transformng this data
into estimtes of em ssions and reductions or sequestration. To
acconmodat e both categories of reporters, the guidelines ask reporters
to provi de adequat e physical data about projects/activities, and
provide two paths for estimating greenhouse gas emi ssions or carbon
sequestrati on.

In all cases, submi ssions will include adequate physical data about
projects; for exanple, how many and what type of trees were planted at
a location, what quantities of materials were processed, or how nmany
kil owatt hours were used. This information nust be sufficient to derive



a gross estimate of greenhouse gas em ssions or carbon sequestration
results.

However, two paths are open to reporters for deriving their
estimates of the effects of reported projects. The first is to develop
the data and methods needed to estimate credi bly and accurately project
effects. A variety of tools may be used--such as conputer nodels,
actual neasurenents, and engi neering estimates--based on the
circunstances of the project and the reporter's purpose for reporting.

The second path for reporters is the use of default values to
derive estimates. The guidelines and supporting materials provide, or
give references for, em ssion factors, stipul ated savings, equations,
and ot her default systens to be used at the option of the reporter
VWile the default path is likely to produce conservative estimates
(i.e., underreporting beneficial acconplishnments) which are | ess
preci se than those derived from project-specific analyses, it wll
enhance the ability of |ess sophisticated reporters to report.

Identification of the types of tools used in either path will be
part of the report.

c. Certification of subm ssions. EPAct 1605(b) requires self-
certification of reported data. Consistent with the Act, the guidelines
provide only for self- certification by the reporter of the accuracy of
t he subm ssi on.

DCE considered the private and public resources necessary for
various types of verification of data submitted. The goal of broad
participation woul d be adversely affected by inposing upon reporters
addi tional requirements for certification or verification of submtted
dat a.

Al t hough the draft guidelines do not go beyond the self-
certification specified in the statute, other verification and
certification parameters may be set by and through other greenhouse gas
progranms in which a reporter participates. The reporter may identify
data in its subm ssion that has been verified by a third party. In
addition, reporters may wish to retain auditable data supporting their
reported data, based on the anticipated uses of the data.

VII1. Discussion of the Project Analysis Approach

This section discusses the basic approach of the draft guidelines
for project analysis, and of the sector-specific supporting
met hodol ogi es for applying this approach

A. What the Reporter Mist Be Able To Provide

The m nimumrequirenments for reporting the achievenents of a
project include the foll ow ng:

<bul l et> Identifying i nformati on about the reporter and the
proj ect .

<bul l et> Sufficient physical data on the project for cal culating
em ssi on reductions or carbon sequestration results achieved.

<bullet> Definition of a reference case agai nst which to nmeasure
reducti ons.

<bul l et> Identification of the neasurenent and estimation nethods
used.

B. Reporting Emi ssions

Reporters are encouraged to provide total organization em ssions



data when reporting project em ssion reductions, as well as tota
project or activity em ssions for the historic baseline period of 1987-
1990 and subsequent years. Conprehensive reporting of all rel evant
em ssions data will increase the credibility of any em ssion reduction
reports, by providing a conplete picture of the reporter's activities.
Reporters have the flexibility to deternmine and identify
organi zati on-w de reporting boundaries. The rationale for the
boundaries they draw wi || depend, in part, upon the reasons the
reporter is preparing and submtting information. If reporters are able
to report em ssions for their entire organi zation, they are encouraged
to do so. Reporters do not need to report total organization em ssions
in order to report em ssion reduction and carbon sequestration
proj ects. DCE recogni zes, however, that reporting total emi ssions for a
specific industrial plant, for exanple, nmay be nore consistent with
specific em ssions reduction project elenents of the report, and based
on nore readily available data than would a report on the
organi zation's total em ssions.

C. Reporting Emi ssion Reductions or Carbon Sequestration: Project
Anal ysi s

Accurate and credi bl e reporting under the EPAct 1605(b) program
depends upon perform ng good project analysis. Entities nmay report
em ssi on reductions and carbon sequestration for projects which they
define and for which they devel op a basis of em ssions with and wi thout
the project. The guidelines do not provide rigid rules for such an
anal ysi s, but provide general nethodol ogi es and considerations for use
by the reporter, as discussed bel ow

After defining the project to report, a reporter will need to
address three elenents of project analysis: (1) Establishnment of the
reference case (the basis for comparison with the project); (2)
definition of the project and reference case boundaries; and (3)
estimation of em ssions for the reference case and the project.

These el enents are interdependent. For exanple, the selection of a
reference case will depend upon both how wi dely the project boundaries
are drawn and what data are available to nmeasure or estimate emni ssions.
The extent of the reporter's analytic efforts will be based on the
pur poses for reporting.

Defining the project to be reported. A project may consist of only
one activity, undertaken for its projected cost savings (such as a
relighting project) or as a pilot project (such as an experinenta
process change); several activities, perhaps as parts of an energy
efficiency program (these may include activities, such as materials
processi ng, outside the organization); or all em ssion-producing
activities for the organization. The definition of a project depends on
factors such as how clearly the reporter draws the boundaries, how
credibly it defines a basis for conparison, and how well it can neasure
or estimate the effects of the activities.

Step 1. Establishing the reference case. A pivotal consideration in
est abl i shing project boundaries is how well the reporter can establish
a reference case--that is, an em ssion |evel against which to nmeasure
the effects of a project. A reference case is often referred to as the
““but for'' scenario, as in, ~“but for this project, em ssions would
have been * * *.'' Two possible ways to finish this sentence are: (1)
Tt* % * the sane as a previous year'' (the basic, or historic,
reference case), or (2) "* * * different than any previous year'' (the
nodi fied reference case, which is adjusted fromhistoric data or



projected). Each of these cases is discussed bel ow

Basic (or ““historic''). Emssions fromw thin the project boundary
may be conpared with the corresponding | evel for some previous year(s);
for exanmple, the 1987 to 1990 period, the year(s) just prior to
commencenent of the project, or sone intervening year nore indicative
of normal operations. The reference case may be defined as the average
annual em ssions during some multiyear period or the highest or | owest
annual em ssions during that time. Alternatively, a single reporting
year (e.g., 1990) could be chosen by the reporter as the reference case
year.

Modi fied (or ““projected '). Even in the absence of the project,
em ssions levels may differ frompast |levels, for exanple due to growh
or decline in output and changed operations. In this case, the
reference case m ght be extrapolated with the use of nodels from past
trends and external data to determ ne what enissions ~would have
been'' but for the project in the year in which the project's effects
are bei ng nmeasured. Adjustments may invol ve estimating the em ssions
per unit of production using historic or current-year data and
adjusting for growh by multiplying this rate by the rate of production
in the year reported.

Under the guidelines, reporters may choose between these approaches
dependi ng on the reporter's purpose for reporting. For many purposes, a
basi c reference case using an average of em ssions for the years 1987
to 1990 or the annual em ssions in the year before the reported year
may be nore appropriate than a nodified reference case.

In analyzing activities of a new entity or added capacity of an
exi sting organi zation, extra care in constructing a reference case is
necessary. Use of industry standards or of the alternatives actually
consi dered during planning for the new capacity will increase
credibility of the reference case. Another approach is the use of a
unit-production (or unit of service) reference case. For exanple, if an
entity is adding capacity in order to increase production or service to
customers, it may cal cul ate em ssions per unit or customer and show
reducti ons based on this conmon standard.

Step 2. Defining project and reference case effects. The second
maj or step in project analysis is identifying the types of effects the
project had. The project may be primarily designed to reduce greenhouse
gas em ssions or increase carbon sequestration. It will, however, have
bot h expected and unantici pated secondary effects. The reporter will
need to address both primary and secondary effects in analyzing the
proj ect for reporting.

Primary effects. These are the obvious, inmediate, direct and
i ntended effects of the project, resulting in direct and indirect
em ssi ons and carbon sequestration. For exanple, the primary effect of
an electricity conservation project is the reduction of electricity use
and of the carbon di oxi de em ssions associated with the electricity
generation avoided. The primary effect of a tree planting programis
t he sequestration of carbon

Secondary effects. These are the nore subtle, indirect,
consequential, and perhaps unintended effects of projects. They may be
positive (augnenting the primary effects) or negative
(counterproductive to primary effects). Secondary effects may be | arge,
in sone cases as large as the primary effects, and include activity
shifting, outsourcing, shifting em ssions to different points of the
life cycle, and offsetting em ssion reductions by residual market
denand.

The guidelines ask the reporter to clearly state the primary effect



of the project and identify any significant secondary effects. If the
entity is quantifying the em ssion reductions or carbon sequestration
associated with the project, the entity should try to quantify the
secondary effects, particularly those that anmount to ten percent or
nmore of the primary effects. DCE recognizes that quantifying the
effects of a project can be difficult. However, the credibility of

em ssi on reduction or carbon sequestration reports nmay be inpaired if
negative secondary effects rose, or appeared capable of rising, thereby
of fsetting a significant portion of the reported primary effects.
Utimately, the reporter nust choose the bal ance between increased
anal ysis cost and increased thoroughness of the anal ysis, depending
upon the reasons for reporting.

Step 3. Quantifying reference case and project effects. The
gui del i nes provide reporters with a wi de range of options for
identifying input data and defining nethods for quantifying the
project's inmpact on em ssions or carbon sequestration. The types of
data and nethods used will be reported.

First, the guidelines recognize three types of data: physical
defaul t, and measur ed/ engi neeri ng.

Physical data. This is information that describes the activities
involved in a project. For exanple, how many exit |lights were replaced?
VWhat was the power requirenent of the old and the new |ights? How nmany
hect ares of which species of tree were planted?

Default Data. This is information provided in the guidelines and
supporting net hodol ogies to assist reporters in evaluating the effects
of projects. Wiile using default data will ease reporting for nany
reporters, it is generally conservative, and may not provide the
reporter's desired precision. There are two types of default data:

Em ssions Factors. These are factors that allow reporters to
convert information about a change in energy use to an estimated change
i n greenhouse gas em ssions. Emissions factors for direct em ssions are
nore precise than for indirect em ssions. For exanple, the change in
direct em ssions of carbon dioxide froma reduction in nethane
conbustion is essentially constant, regardl ess of when or where the
change takes place. Qther em ssion factors, particularly those for
indirect em ssions, are |less precise. For exanple, the draft guidelines
provi de em ssions factors for electricity on a state-by-state basis.
However, the effect that a specific change in electricity consunption
has on em ssions will vary by location within the state, the time of
day, and the season in which a change occurs. Cenerally, the draft
gui del i nes and supporting docunents contain relatively conservative
figures for indirect em ssions factors.

Stipul ated Factors. These are factors that allow reporters to
convert physical data about projects into estinmates of changes in
energy use, greenhouse gas enissions or carbon sequestration. The
gui delines provide this information for a few types of projects where
the scope and nature of the project can be clearly defined and the
effects on emissions predicted with relative certainty. For exanple,

t he guidelines provide stipulated factors for converting physical data
about tree planting into estimtes of carbon sequestration. They al so
provide stipulated factors for converting informati on about certain
energy-efficiency projects into estimates of fuel savings. These

esti mates can be conbined with default em ssions factors to estimate
reductions in greenhouse gas em Sssions.

Reporter-Cenerated Data. This is information devel oped by the
reporter and used in estimating the effects of the reporter's projects.
There are two types of reporter-generated data.



Measured Data. These are data on em ssions operating paraneters
collected directly fromthe project or a control group, that a reporter
can use in estimating project acconplishments.

Engi neering Data. These are data that reporters derive from sources
such as engi neering manual s, manufacturer's equi pnment specifications,
surveys, acadenmic literature, and professional judgment.

Standard Project. These are projects for which the draft guidelines
provi de the procedures and information necessary to transform physica
data into em ssions reductions or carbon sequestration results, relying
entirely on physical and default data. A few types of projects can be
descri bed through standard project reports; these are identified in the
sector-specific nethodol ogi es supporting the guidelines. Reporters mnust
recogni ze that, since the default values used are conservative, the
precision of their report is | essened. However, for reporters who do
not have direct project measurenents or experience in estimation
nmet hods, standard project nethodol ogies will allow themto quantify the
effects of these activities.

Reporter-Defined Project. These are projects that use physical and
reporter-generated data, possibly in conbination with default data, to
estimate the acconplishments of the project. For this type of project,
reporters will need to be able to clearly indicate the sources of al
data, and in the case of reporter-generated data, how it was neasured
or derived. For reporter-defined projects, the principles and gui dance
are provided in the sector specific nmethodol ogi es supporting the
gui del i nes.

Estimati on of reportable effects of nobst reporter-defined projects
will require gathering basic data, and using it to derive the |evels of
project and reference case em ssions. This may involve relatively
sinmpl e cal cul ati ons or conpl ex nodel i ng.

The gui del i nes suggest recording the nature of the cal cul ations or
t he type/ nane of the nodel used.

In sone instances, identified in the sector-specific supporting
met hodol ogies, it may not be possible to estimate em ssions for both
the project and the reference case. In these cases, it may be necessary
for the reporter to measure the em ssion reductions or operating
paranmeters directly.

I X. Significant |ssues

DCE requests conment on all issues raised by the draft guidelines
and supporting materials and calls particular attention to severa
significant issues. Commenters are requested to consider the inpact of
any alternative approach they suggest on the goals of encouraging broad
participation and generating useful data.

(1) I's the scope of the guidelines with respect to em ssions of the
gases and substances specified appropriate?

(2) Should threshold reporting | evel s of em ssions or carbon
sequestration be set? If so, at what |evels and why?

(3) Do the guidelines appropriately address and distingui sh between
direct and indirect em ssions of the applicable gases? Are there
addi ti onal ways whi ch can address the statutory references to
reportability of activities which result in direct eni ssions and those
that result in indirect em ssions?

(4) In order to report an em ssions reduction or carbon
sequestration project, should reporters be required to report
conprehensi ve data on their historic (1987-1990) em ssions? On their
organi zation's total greenhouse gas em ssions? Fromall activities in



t he year covered by the project report?

(5) What categories of data derivation should be identified (e.qg.
measur enent, engineering estimate) as appropriate to achieve the dua
goal s of the progranf

(6) Is the approach to reporting activities taken in association
with others appropriate for mnimzing double counting while
encour agi ng participation?

(7) How should activities outside the U S. be handled by the
reporting progranf

(8) Is the informati on and approach provided on different radiative
activity of gases appropriate? Should DOE delay finalizing this portion
of the guidelines until conpletion of the current internationa
del i berations?

X. Administrative Requirenents
A. Regul atory Revi ew

DCE has concluded that this is not a significant regulatory action
because it does not neet the criteria which define such actions under
Executive Order 12866, 58 FR 51735, and is therefore not subject to
regul atory review Accordingly, the Ofice of Managenent and Budget
(OwWB) has inforned DOE that no clearance of the draft guidelines and
supporting materials is required.

B. Issues Under the Paperwork Reduction Act

In addition to providing information to parties which wish to
participate in voluntary reporting, the guidelines and supporting
materials provide direction to EIA in devel oping the reporting forns
and database for the program Separate administrative requirenents
apply to the devel opnment of ElA reporting forms, which will proceed
after DOE finalizes the guidelines.

Any information collection requirenents proposed in EIA fornms for
t he voluntary reporting program are subject to the Paperwork Reduction
Act, 44 U S.C. 3501 et seq., and will be submitted to the Ofice of
Managenent and Budget for review and approval of paperwork
requi renents. Because the reporting forns devel oped by EIA will be
necessary for participation in the programand nust be consistent wth
t he guidelines, the draft guidelines and supporting materials may
i nvol ve issues relevant to subsequent review of the forns for paperwork
requi renents. Comments on any paperwork issues identified by the draft
gui del i nes and supporting materials are requested.

Xl. Opportunities for Public Comment
A. Public Hearing Procedures

A public hearing on the draft guidelines and supporting docunents
will be held at the time and place indicated in the DATES and ADDRESSES
sections above. Any person who has an interest in the draft guidelines
may request the opportunity to nmake an oral presentation. DOE reserves
the right to cancel the second day of the hearing if schedul ed requests
to speak can be accommodated in the first day. Al requests to speak
shoul d be nmade by tel ephone at the nunber listed in the ADDRESSES
secti on.

DCE reserves the right to schedul e speaker presentations, and to



est abl i sh procedures governing the conduct of the hearing. The length
of each presentation may be Iimted to 5 mnutes, or |onger based on
t he nunber of persons requesting an opportunity to speak. Ten copies of
t he speaker's statenent should be submitted at the hearing.

A DOE official will preside at the hearing. The hearing will be a
| egi sl ative-type hearing; speakers will not be sworn in nor cross-
exam ned. Further procedural rules needed for the proper conduct of the
hearing will be announced by the presiding officer. A transcript of the
hearing will be made and will be avail able for public inspection as
i ndicated in the ADDRESSES section above.

B. Witten Comments

Interested persons are invited to submt comments on the draft
gui del i nes and sector-specific issues and net hodol ogi es, and on the
guestions presented in this notice.

Ten copi es should be submitted to the address indicated in the
ADDRESSES secti on above, and nust be received by the date indicated in
t he DATES section of this notice. All witten comments received wll be
avail abl e for public inspection in the DOE Freedom of Information
O fice Reading Room at the address provided at the beginning of this
noti ce.

Pursuant to provisions of 10 CFR 1004.11, any person submitting
i nformati on which that person believes to be confidential information
and whi ch may be exenpt by |aw from public disclosure should subnmit one
conpl ete copy of the docunent as well as two copies fromwhich the
information clained to be confidential has been del eted. DCE reserves
the right to determne the confidential status of the information and
to treat it according to its determ nation

| ssued in Washi ngton, DC, on May 26, 1994.

Susan F. Ti erney,

Assi stant Secretary, Ofice of Policy, Planning, and Program
Eval uati on.
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